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become more precise it must base its theories on
various assumptions as to the special conditions under
which different divisions of economic life are carried
on. If the purpose of economic study is more than
intellectual exercise, if it seeks to explain economic
life as it is, and perhaps to provide a basis for improve-
ment, then its success must depend upon the validity
of the assumptions upon which it is based.
It is at this stage that the economics of agriculture
and the economics of industry diverge to some extent.
There are substantial differences in the natural con-
ditions under which production must be carried on
and in the sociological background, which lead to
important differences on the supply side.
Firstly, many agricultural commodities are joint
products, either, like wheat and offals, or mutton and
wool, because they are both part of the same plant
or the same animal, or, like barley and sheep, because
they are frequently produced most cheaply on the
same farm. The costs attributable to the various
products cannot be separated, as they often can in
industry even when several products are produced
in the same plant. Thus it is rarely justifiable to
consider the supply of any product in isolation.
Secondly, agriculture, on the whole, requires a far
larger proportion of land in relation to its employment
of other factors than does industry. This is the under-
lying cause of many of the chief differences between
agriculture and industry, such as the tendency to
diminishing returns, the wide scatter of production,
and the great importance of systems of land tenure.
Thirdly, fanning is, as a general rule, undertaken
in small-sized units and gives little scope for the